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* on 
KEY ECONOMIC INDICATORS 
(as of December |, 1984) 
The average exchange rate for 1983 was $ | = 2.85 guilders. All of the figures below have been 


converted at that rate to facilitate comparability. The actual average rate was $1 = 2.68 
guilders in 1982, 


INCOME, PRODUCTION AND EMPLOYMENT 1982 1983 1984 Pct. Change* 
GNP at current prices ($ mil.) 128, 421 131,930 137, 947(E) plus 4.6 
GNP at 1982 prices ($ mil.) 128, 421 130,070 132, 274(E) plus 1.7 
Per capita GNP,current prices ($) 8, 980 9, 226 9, 580(E) plus 3.8 
Per capita GNP, 1982 prices ($) 8,980 9,096 9, 186(E) plus 1.0 
Gross corp.non-res. investment ($ mil.) 13,185 13,544 14, 386(E) plus 6.2 
Indexes : 

industrial production (1980 = 100) 94 96 102(SEP) plus 7.4 

Avg. mfg. productivity (1980 = 100) 106 Wt 127(Q11) plus 10.4 

Avg. manufacturing wage (1980 = 100) 113.2 115. 1¢OCT) plus 1.7 

Retail sales (value): (1980 =100) 102.0 97.0( JUL) minus 3.1 
Disposable personal Income, 

at current prices ($mil.) 85,614 89,474 
Disposable Income per capita, 

at current prices ($) 5,987 6,213 plus 
Employment (000's) (period average) 4,524 4,515(E) minus 
Average unemployment rate ( S.A.)** 17.7 17.0( NOV) 


plus 4.5 


MONEY AND PRICES 


Money supply (MI)($mi1., end of period) 24,678 27, 181 26, 390( JUL) 
Money supply (M2)($mil., end of period) 42,474 46,895 51,519¢ JUL) 
Public debt domestic ($mil., end of period) 43, 080 53, 776 61,017( JUN) 
Public debt external ($mil., end of period) 0 0 QO (DEC) 
Central Bank discount rate (end of period) 5.0 5.0 5.0(DEC) 
Domestic private credit outstanding 45,768 46,424 47, 066( JUN) 
($mil., end of period) 

Indexes: 

Avg. wholesale prices: (1975 = 100) 


(excl. VAT) 152.2 159, 2(AUG) plus 


Avg. consumer prices: (1980 = 100) 116.2 121.4(NOV) plus 


BALANCE OF PAYMENTS AND TRADE 
Gold & foreign exch. reserves 13,825 15,440 22, 415(AUG) plus 49,0 
($mil., end of per., incl. valuation changes) 
Balance of payments current account 
(trans., $ bil.,cum.) 3.6 3.6 2.3( JUN) plus 76.4 
Balance of merchandise trade($ bil., cum.) 3.5 4.0 3..0( AUG) plus 6.8 
Total exports F.0.8.($bil., cum.)Dutch stats. 62. | 65.5 48. 4( AUG) plus 14.3 
Total imports C.1.F.($bil., cum.)Dutch stats. 58.6 61.5 45.4( AUG) plus 14.7 
US imports from Netherlands CIF ($bi1.,cum.) 2.0 2.8 2. 4(AUG) plus 41.0 
(USDOC stats.) 2.5 3.0 2.7( JUL) plus 58.6 
US exports to Netherlands FOB ($bil., cum.) 5.4 5.6 4.2(AUG) plus 17.0 
(incl. reexports) (USDOC stats.) 8.6 7.8 4.5( JUL) minus 535 


Main imports from the U.S. (in thousand metric tons (TMT) and millions of U.S. dollars ($ mil.) 
(Jan-Jun) 1984; Machinery and Transport Equip.$986 mil.; Animal feed except grains 1809 TMT/$343 
mil.; Ollseeds 1486 TMT/$510 mil.; Chemicals $352 mil.; A.D.P. Equipment and parts $345 mil.; 
Aircraft and parts $114 mil.; Coal 1950 TMT/$I31 mil.; Analyt. Instrum. $75 mil. 


Sources: Central Bureau of Statistics (CBS); Netherlands Central Bank; Central 
Bureau(CPB); U.S. Department of Commerce; IMF International Financial Stats. 

NOTES: *Percentage changes compare full year results or estimates, when available; otherwise 

comparable periods. ** Rate Is percent of labor force excluding self-employed. 
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SUMMARY. 


The Netherlands economic recovery continues at a moderate pace, 
real economic growth is expected to come in at about two 
percent in 1984 and again in 1985. The driving force for the 
economic upswing is growing foreign trade. The value of Dutch 
exports is rising at an annual rate of about 15 percent. 
Export growth is underpinned by heightened competitiveness 
arising from moderate wage developments in the past few years. 
Improved profitability is ieading to a much-needed upturn in 
industrial investment in i984 and this trend should continue 
into 1985. Consumer demand should aiso turn upward in 1985 as 
a consequence of lower taxes and a slight rise in average 
disposable income, the first in several years. Inflation 
remains well under control and is projected at less than two 
percent in 1985. 


The economic upswing masks a range of economic problems, the 
most visible symptom of which is the very high level of 
unemployment. Registered unemployment dropped slightly during 
1984, but is still above 14 percent (U.S. basis; about 17 
percent by Dutch definition) and may edge higher in 1985. The 
government's muiti-year economic reform program aimed at 
resolving some of the nation's basic problems is largely on 
track. Government spending is being scaled back, the public 
sector deficit reduced, and taxes lowered. The regulatory 
burden is being eased and collective bargaining is being 
decentralized. The government aiso is encouraging an evolution 
toward a shorter work week in order to spread available 
employment; also, various job training programs are being 
implemented. Nonetheless, unempioyment could edge higher in 
the next few years as the labor force continues to expand more 
rapidiy than new jobs can be created. Some have suggested that 
even more far-reaching reforms may be required if the 
Netherlands is to succeed in bringing unemployment back to the 
iow level experienced in the early i970s. 


Despite its problems, there are soiid grounds for optimism 
about the economic future of the Netherlands. This optimism is 
based on its accumulated wealth and economic vitality, as weli 
as the ongoing economic reforms. The Netherlands is a major 
source of foreign investment flows into the United States and 
offers important market opportunities for U.S. exporters. 
While the strength of the U.S. dollar has negativeiy affected 
American exporters in some product categories in recent years, 
the recovery now underway and the resultant upswing in 
investment offer some new and expanding export sales 
opportunities for a range of products. U.S. exports to the 
Netherlands in the first eight months of 1984 are up by 17 
percent. 





I. CURRENT ECONOMIC TRENDS 
MODERATE ECONOMIC RECOVERY CONTINUES. 


The upturn in the Dutch economy which has been underway for 
more than a year is continuing, and real economic growth in 
i984 could exceed 2 percent. Output volume in the 
manufacturing sector in the first three quarters was seven 
percent higher than a year earlier. Production in the chemical 
and basic metais industries has been especially robust, with 
increases of 9.5 percent and 24 percent respectively. Although 
industrial output has risen steadily over the last 18 months, 
the latest figures and business survey resuits suggest that the 
growth may now be leveling off. This could, however, be just a 
brief interruption in the growth path expected by economic 
analysts. Official forecasts project real economic growth in 
the two percent range for 1985. This could be somewhat higher 
if the West German economy continues to grow strongly. 


The major force driving the economic upswing in the Netherlands 
has been expanding foreign trade arising in part from the 
strong U.S. economic recovery. Holland's major trade partners 
have traditionally been its European neighbors, especially West 
Germany (which takes about a third of Dutch exports), but the 
strong positive effect of the U.S. economic recovery on Germany 
and others in Europe is indirectly benefitting the 
Netherlands. Total Dutch exports in the first eight months of 
the year were up by i5 percent in value over the 1983 level. 
Though still small in comparison to Germany, exports to the 
U.S. in the first eight months of 1984 grew by 40 percent in 
value. While the strong U.S. recovery and the strong dollar 
are proving a boon for Dutch exports, they are not leading to 
the inflationary pressures which many originally feared would 
occur in this smail, but very open economy. Despite the strong 
dollar, import prices rose less than 5 percent in the 12 months 
ending in August and the index of consumer prices in October 
was only 3 percent higher than 12 months earlier. Further 
progress in controlling inflation is expected in 1985 when 
consumer prices are expected to rise by less than 2 percent. 


The Netherlands' important agricultural sector has fared better 
in 1984 than earlier expected, largely as a result of booming 
horticultural production. There have also been improvements in 
the dairy sector due to higher exports and lower feed costs. 
Preliminary calculations indicate that total value-added in the 
agricultural sector will be about five percent above the 1983 
level in real terms. However, because Common Market 
agricultural programs are being scaled back, Dutch agricultural 
output in 1985 is expected to stabilize at the 1984 level. 
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LABOR PRAGMATISM BOOSTS COMPETITIVENESS. 


A key factor in the economic recovery is the pragmatic approach 
of organized labor over the past few years. After years of 
automatic wage increases and expanding non-wage benefits, Dutch 
labor had become among the most expensive in the western 
world. In the past three years this trend has been sharply 
reversed. Wage moderation was imposed by the government in 
1981 and 1982, but in 1983 and i984 unions and employers have 
voluntarily worked out agreements to restrain labor cost 
increases in order to restore profitability and preserve 
industrial jobs. In many cases this has involved cancellation 
of cost of living adjustments in exchange for extra days off. 
The net effect has been to hoid the increase in the average 
industrial wages/benefits to less than 2 percent in the 
eighteen month period ending in September. During the same 
period there has been a substantial rise in labor productivity, 
resulting in a sharp drop in labor costs per unit of output. A 
Common Market report shows the Netherlands strongly 
outperforming its trade partners in decreasing real labor 
costs. This has served to bolster Dutch export competitiveness 
and help restrain domestic infiationary pressures. 


Imports are also expanding, but continued weakness in aggregate 
domestic demand is holding import growth below that of 
exports. As a consequence, this year's balance of payments 
current account will be in strong surplus of about 15 billion 
guilders. The surplus is forecast to expand in 1985 to 
17 billion guilders, or more than four percent of GNP. 


PROFITABILITY RISES... 


Corporate profits are on the rebound as a resuit of the 
improved competitive position and growing output and exports. 
Profitability has been further boosted by lower interest rates 
(e.g. the "prime" rate is now running at about 6.5 percent, 
versus 10 percent in early 1982) and by a drop in the tax 
burden on firms. (Employers' social taxes and the corporate 
income tax both dropped this year). The sharpest improvements 
have come in the construction and woodworking sectors where 
aggregate return on equity exceeded 10 percent in 1983, as 
compared with negative return in 1980. A similar, but less 
robust, turnaround has been experienced in the metal sector. 
Overall, return on equity in larger industrial firms rose to 
nine percent in 1983 and indications are that there will be 
further substantial gains in 1984 and 1985. 





-.- INVESTMENT STRENGTHENS... 


The economic upturn, the substantial rise in profitability and 
improved business confidence underpin a needed upswing in 
corporate investment. This upturn is increasingly important 
since capacity utilization rates in industry are up 
significantly from the recessionary trough in late 1982. The 
expectation is that total corporate investment wiil grow by 
four percent in real terms in 1984. While outlays’ for 
transportation equipment will drop somewhat, investment in 
industrial plant and equipment is projected to rise by i15 
percent -- the first increase in plant and equipment investment 
in five years. Data through July show imports of investment 
goods up sharply so that the actual outcome for 1984 may be 
even better than official projections. Investment outlays 
should grow further in i985 as corporate balance sheets improve 
further and capacity constraints begin to bite. 


---BUT CONSUMPTION REMAINS WEAK. 


Wage restraint, reduced income transfers, and general public 
sector retrenchment, while considered essential ingredients for 
long-term economic recovery, are aiso serving to depress 
consumption. Disposable wage income of the average worker has 
declined in real terms for several successive years. The drop 
in 1984 is expected to be less severe than previous years 
because of some modest cuts in social taxes and the low rate of 
infiation. Non-wage income wiil increase this year. This wiil 
be largely offset by an expected rise in savings so that 
aggregate consumption in 1984 will remain at about last year's 
level, which itself was about 4 percent below the aggregate 
consumption volume of i980. The good news is that this trend 
should reverse in 1985 when a combination of further tax 
relief, very low inflation and some moderate wage increases 
will permit reali, after-tax wage incomes to rise for the first 
time in a number of years, and total private consumption may 
grow by i-2 percent. 


UNEMPLOYMENT - DOWN SLIGHTLY, BUT STILL TOO HIGH. 


The most critical immediate problem plaguing the Dutch economy 
is the very high level of unemployment. The number of 
registered unemployed has declined by about 60,000 persons 
Since the peak in January, 1984, Nonetheless, registered 
unemployment in mid-November was still about 800,000 or more 
than 14 percent of the labor force. Under the national 
definition, which excludes self-employed, unemployment exceeded 
17 percent. A good part of the drop in registered unemployment 
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during 1984 can be attributed to revised registration 
requirements and to youngsters staying in school longer. 
However, there are aiso signs of a bottoming-out of the 
prolonged deciine in industrial employment, a decline which saw 
employment in Dutch industry drop by 22 percent between 1975 
and 1983. Preliminary data for the third quarter of 1984 shows 
a very slight upturn in total personnel on _ industrial 
payrolls. A modest rise in total employment is projected for 
1985, but this is not expected to be enough to absorb the 
expanding supply of labor resulting from youngsters leaving 
school and increasing numbers of married women entering the 
labor force. Youth unemployment is especially serious (more 
than 30 percent of workers under 23 are now jobless) and there 
is growing concern about its long-term effect on the nation's 
social fabric. As a resuit, a variety of government-supported 
job training and subsidy programs are being instituted. Even 
with these programs, unemployment is expected to edge higher in 
1985 and beyond. 


MONETARY POLICY - ACCOMMODATING, BUT CAUTIOUS. 


The principal policy goal of Dutch monetary authorities is to 
maintain the guilder among the strong currencies in the Common 
Market. In practice this has meant linking the guilder closely 
to the D-mark, for years the strongest major currency in 
Europe. Market confidence in the guilder has been boosted by 
the continuing very strong balance of payments surplus, the 
excellent performance in controliing inflation, and the 
perception that the high budget deficit is finally being 
brought under control. With these positive developments, the 
monetary authorities permitted a substantial expansion of the 
money supply in 1983 when M2 grew by about 9 percent. This 
rate of growth has slowed somewhat in 1984, but the ievel of 
liquidity in the economy is quite high by historical 
Standards. Even so, the domestic money market was fairly tight 
during the summer and into the fall as a result of government 
tax collections and bonds. Upward pressure on short term rates 
were offset by special loan facilities offered by the Centrai 
Bank. As a consequence, money market interest rates have held 
fairly stabie in the 6-7 percent range for the past 12 months. 
They are unlikely to drop much in the near future without some 
(unexpected) weakening of the dollar. Capital market rates on 
the other hand declined by a full percentage point in the 
second half of i984, mirroring the drop in U.S. long-term 
rates. In mid-December, the interest rate on 5-8 year 
government bonds was in the 7.5 percent range, while money 
Market rates (e.g., 3 month loans to municipalities) were in 
the 6 percent range. 
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In late November the government moved to clean up the Dutch 
securities market which, in the absence of regulations, had 
become a center of operation for some fraudulent brokers. 
Legislation submitted to Parliament will require securities 
dealers who are not registered members of a major. stock 
exchange to be licensed by the government. The goal of 
proposed legislation is to protect investors from being 
victimized by disreputable market operators, while at the same 


time minimizing the regulatory burden for legitimate securities 
firms. 


CYCLICAL UPSWING MASKS UNDERLYING PROBLEMS. 


Underlying the export-led economic upswing now underway are a 
number of major structural economic problems. Foremost among 
these are the massive growth over past decades of the public 
sector, a trend which saw public sector expenditures rise from 
40 to 70 percent of national income between 1960 and i983. The 
most important aspect of this growth in public sector outlays 
was the development of very generous social welfare and income 
transfer programs which, while succeeding in virtually 
eliminating poverty from the Dutch scene, also resulted in a 
burdensome tax structure and possibly an erosion of work 
incentives. There has also evolved an array of automatic 
mechanisms and procedures aimed at limiting the impact of 
inflation and ensuring an equal development of incomes for both 
workers and income transfer recipients. There also developed a 
range of labor market and other regulations which limited 
economic flexibility. The costly tax system necessary to 
finance these programs was especially burdensome for private 
business; profit margins shrank and investment fell. MThe high 
level of taxation and the generous income transfers encouraged 
the development of an unofficial or parallel economy, estimated 
by some economists at about 10 percent of official GNP. Dutch 
industry's processes and products are relatively energy 
intensive and thus were more affected by energy price hikes. 


ECONOMIC REFORMS ON TRACK SO FAR... 


On entering office in late 1982, the current cabinet embarked 
on a four-year program aimed at curtailing government spending, 
reducing the spiraling deficit, improving the investment 
climate through tax and regulatory relief for business, and 
encouraging the redistribution of available work. Although the 
short term impact of these policies was to impede growth and 
employment, the Cabinet felt ‘that a less restrictive approach 
would only serve to aggravate the nation's fundamental problems 
and lead to further “crowding out" of private sector expansion. 
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After two years in office the government's program is 
essentially on track. Major across-the-board budget cuts in 
1983 and 1984 have restrained the growth in total government 
spending, despite higher outlays for interest payments and an 
average 2 percent real increase in defense outlays. Total 
public sector expenditures will actually decline in real terms 
this year and again in 1985. The government has chosen to 
funnel some of the benefits of lower spending back into the 
economy in the form of reduced social taxes for employers and 
workers. There will also be a moderate cut in income taxes in 
1985 as a result of tax reforms aimed at providing for more 
equal treatment of married and single workers. The net effect 
of the tax and spending cuts and the economic growth now 
underway will be for the government deficit to drop in absolute 
terms in 1985. If present revenue and spending trends continue 
the deficit could fall below 9 percent of national income in 
1985, a major improvement compared with the projection in 
September, 1983 of a 1984 deficit exceeding 12 percent of 
national income. Parliament has given preliminary approval to 
most of the 1985 budget proposals, including controversial cuts 
in disability, unemployment, and sickness benefits and a 


proposec "burden relief" package for business valued at about 
400 miilion dollars. 


Other policies geared to restoring economic vitality are also 
on track. Industrial policy no longer focuses on saving old, 


inefficient firms but instead seeks to encourage innovative new 
firms in expanding industries. A government-established 
venture capital firm (known by its Dutch acronym, MIP) is 
considering support for a number of new enterprises (including 
foreign-owned) and the Economics Ministry is actively 
recruiting foreign investment. Tax-based investment subsidies 
have been streamlined, and some politicians have suggested 
further modifications. Incomes policy no longer’ includes 
heavy-handed direct government intervention to set wages. 
Instead, labor and management are being encouraged to negotiate 
wages at the industry and plant level, thereby returning 
fiexibility and differentiation to the wage formation process. 
There has also been an effort to increase work incentives by 
widening income differentials. The statutory minimum wage and 
weifare benefit were reduced by 3 percent in 1984 and will be 
frozen in 1985, while average private sector wages may edge 
upward next year. The government has encouraged management and 
unions to voluntarily reduce working hours (and fill the 
vacated time with new workers), but only if such measures do 
not lead to higher production costs. The Cabinet hopes to lead 
by example in this field by reducing the civil service 
work-week by 2 percent in i985 and limiting the working time 


for new employees to 36 hours per week (with a corresponding 
reduction in pay). 
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-.eBUT RESISTANCE CONTINUES... 


Despite the economic upswing and a balanced policy featuring 
spending cuts and moderate tax relief, the government program 
has numerous critics. The most vehement of these focus on the 
impact of sociai spending cuts on the less affluent, and worry 
that the retrenchments will erode the socio-economic solidarity 
which they see as a fundamental, positive feature of Dutch 
society. However, trade union protest actions this fall in 
opposition to the budget cuts were much more subdued than the 
widespread strikes and work actions in 1983. Some economists 
argue that with inflation weli-controlled and the balance of 
payments in strong surplus, the government should consider a 
further stimulation of private investment, (e.g., through 
accelerated capital depreciation), a general tax cut, increased 
government investment spending, etc. Other critics argue, 
however, that the government should focus more intensively on 


reducing the deficit, even at the expense of the limited tax 
relief planned for i985. 


---AND ADDITIONAL REFORMS MAY BE REQUIRED. 


The most troubling problem is the prospect that unemployment 
will continue to be a serious problem for the foreseeable 
future and that the economy as presently structured will not be 
able to create enough new jobs to accommodate the net growth in 
the labor supply which is projected to average over one percent 
annuaily in the next few years. This outlook has caused some 
politicians to call for a radical redistribution of labor, with 
a long-term goal of a 25-hour work week. Trade union leaders 
support the goal of further work-time shortening, but it is not 
clear that the rank and file will accept the continued wage 
restraint required to make such a policy succeed. Other 
economic anaiysts argue that success in reducing labor costs 
through wage restraint and iower employers' social taxes is a 
necessary step in the right direction, and that more must be 
done if unemployment is ever to fall to the 4 percent level of 
the seventies. Some have suggested a 30 percent cut in the 
statutory minimum wage (and welfare benefit) and elimination of 
labor market rules and regulations in order to increase 
flexibility and incentives to work. Such changes would be 
extremely controversial however, and actual implementation 
would be probiematicai in this very egalitarian society. 


FUTURE UNCERTAIN. 


While the economic outlook for 1985 is fairly clear (low 
inflation, moderate real growth with further rises in exports 
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and investment), the prospects for 1986 and beyond are less 
certain. Controlling the budget deficit may prove more 
difficult if natural gas sales and reiated government receipts 
deciine. Any downturn in other key European economies would 
have a depressing impact on the trade-dependent Dutch economy. 
Perhaps most importantly, national elections are scheduled for 
May 1986. Political pressures from a variety of interest 
groups are likely to have more influence on government economic 
policy in the run-up to the elections. Recent polls show the 
opposition parties doing better than the current coalition, but 
this could reverse by election day. Moreover, if a center-left 
cabinet were to replace the current right-of-center coalition, 
the change would not necessarily lead to a radical shift from 
the broad policy goals of scaling back the public sector and 
encouraging private sector growth. There would, however, be 
changes, perhaps significant ones, in policy. Finding a remedy 
for high unemployment will be the key economic problem facing 
the nation's political leaders for the remainder of the decade. 


There are substantial grounds for optimism about the Dutch 
economy. The Netherlands continues to be a very wealthy 
country, with major reserves of natural gas, a well-developed 
infrastructure of ports, harbors and waterways, a_ skilled 
productive labor force and a strong technological, industrial 
and agricultural base. These assets together with the economic 
reforms now underway, ensure its continued economic strength 


and prosperity for the foreseeable future. 


II. IMPLICATIONS FOR THE UNITED STATES. 


The many positive features of the Dutch economy noted above 
make the Netherlands' domestic market worthy of interest to 
American firms. The economic upturn, the strong pace of foreign 
trade, the improved industrial investment prospects, and the 
increase in manufacturing output add up to new opportunities 
for the American exporter. Beyond that, the Netherlands plays a 
key roll as the distribution hub of Northern Europe. Its 
geographical location, its shipping facilities (including the 
world's largest port), its domination of barge and truck 
transportation in Northern Europe, and its trading know-how 
account for a Dutch influence over foreign trade far in excess 
of its relative GNP or population. A significant amount of its 
imports are finished, assembled, packaged, or incorporated in 
Dutch-made products before being re-exported. Ail these factors 
make the Netherlands one of the major worid markets that 
forward-looking American firms will want to explore. 

Depressed internal demand and the strong dollar have put a 
damper on U.S. exports to the Netherlands in the last several 
years. These exports had been increasing by 20 percent a year 
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or more in value in the period 1978-1980. In 1981 and 1982 they 
stagnated, and in 1983 they dropped 10 percent to $7.8 billion 
according to official U.S. figures. There are signs that this 
slump has been checked. Dutch trade statistics for the first 
eight months of 1984 indicate an increase in the import of U.S. 
goods to the Netherlands of over 17 percent in value (measured 
in guilders) compared with the same period in 1983. Dutch 
imports of B.S. origin oilseeds, chemicals, machinery, 
transport equipment, and ADP equipment are up by more than 20 
percent in the first half of 1984. 


The earlier widespread expectation of a drop in 1984 of the 
dollar exchange rate has not materialized - it has instead 
increased in value. The average rate for the first eleven 
months of i984 was well over three guilders for the dollar, 
compared to an average of 2.85 guilders for 1983. This has 
priced many conventional U.S. products out of this market at 
present. After so many recent (and erroneous) predictions of an 
imminent drop in the dollar exchange rate, we hesitate to make 
any forecast. For what it's worth, the consensus’ among 
businessmen in the Netherlands is that the rate has reached its 
peak and will fall over 1985. For our projections of growth 
rates in U.S. exports to the Netherlands in the industry 
sectors mentioned below, we are using an assumed rate of 2.85 
guilders to the dollar in the period 1984 to i987. 


The strong performance of the U.S. economy in 1984 stands in 
strong contrast to the more moderate upswing in the Netherlands 
and the rest of Western Europe. These differential rates of 
growth, and optimism about the future of the U.S. economy, have 
made the U.S. an attractive location for direct investment by 
Dutch muitinational firms. The Netherlands has long been a 
major source of direct investment in the U.S. At the end of 
1983 total Dutch direct investment exceeded $28 billion, second 
only to Great Britain. The United States is the largest source 
of foreign direct investment in the Netherlands with a position 
of $8.65 billion at the end of 1983. In selling to the 
Netherlands, U.S. exporters should keep in mind that Dutch 
businesses are higly competitive. Prices, the quality of goods, 
reliability of after-sales service and the credibility of 
business commitments are paramount considerations to Dutch 
firms. Because of its reliance on foreign’ trade, the 
Netherlands is one of the worid's most open markets with no 
Significant barriers to U.S. exports (except those imposed by 
the EC.) Dutch businesses welcome U.S. products and look for 
technological advances that will save money or _ improve 
performance. U.S. suppliers of quality goods at competitive 
prices will often find an ideal market in the Netherlands. 


The U.S. and Foreign Commercial Service (US&FCS) in the 
Netheriands, headquartered at the American Embassy in The Hague 
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and with offices at the American Consulates General in 
Amsterdam and Rotterdam, has identified Dutch industry sectors 
which offer fair to good market prospects to U.S. suppliers 
during the next few years. US&FCS will assist American firms to 
establish or to expand their sales in the Dutch market through 
a variety of promotional events, business contacts’ and 
information gathering and reporting. To take advantage of these 
programs, U.S. companies are urged to contact the nearest 
office of the U.S. Department of Commerce located in major 
cities of the United States. 


DUTCH INDUSTRY SECTORS WITH BEST PROSPECTS FOR U.S. EXPORTERS 


AIRCRAFT AND AVIONICS: The Dutch market in 1983 for aircraft, 
avionics, and related parts and equipment was estimated at $800 
million. Direct imports from the United States were estimated 
at $270 or 42 percent of ail imports. Imports from the United 
States should have an annual real growth rate of 14 to 15 
percent in the next four years with an increase of the U.S. 
share to 60 to 65 percent of imports. Fokker's plans to produce 
two new aircraft should provide opportunities to U.S. suppliers 
of avionics, hydraulic systems, digital cockpit systems, 
screens, and carbon materials. KLM (national airline) is 
expected to replace its DC-9 fleet in the next four years. 
Estimated value of this opportunity is $400 million. 0.8% 


aircarft manufacturers face comptetition, however, from Airbus 
and Fokker. US&FCS is promoting Dutch buyer attendance at the 
U.S. pavilion in the Paris Airshow in June 1985. 


TELECOMMUNICATIONS: Direct U.S. exports of telecommunications 
equipment to the Netherlands are estimated at $70 million in 
1983 or 12 percent of Dutch imports of this equipment. We 
expect a sharp increase in U.S. exports by 1985 and project a 
figure of $200 million in 1987 or 25 percent of imports. The 
Dutch government has announced its intention to loosen the PTT 
monopoly over the telecommunications interconnect market. At 
the moment, private suppliers are free to sell the following 
interconnect equipment to the Dutch consumer: telephone 
answering and recording equipment, automatic redialing 
equipment, wireless paging systems, acoustic telephone 
couplers, cali diverters, and modems. Under the new policy 
private suppliers will be able to sell additional interconnect 
equipment to the Dutch consumer once the equipment has obtained 
Standards approval from the PTT. U.S. suppliers should find new 
opportunities for the sale of private office telephone 
exchanges (PABX systems), local area network paging systems, 
and home terminais. The PTT will aiso continue to offer 
interconnect equipment and will remain a prime customer for 
telecommunications equipment, particularly as it will retain 
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responsibility for the pubiic network and for traditional 
telephone and telex equipment. The PTT is pianning to repiace 
its telephone exchanges with digital equipment over the next 15 
years involving an investment of $2.5 billion. Western Union 
has placed the first digital exchanges. Additional exchanges 
are being produced by the ATT/Philips joint venture for 
installation in 1985-6. Proposals to establish telecom centers 
in Rotterdam and Amsterdam point to further sales 
opportunities. Telecommunication companies interested in these 
developments should contact the embassy.US&FCS will organize a 
U.S. pavilion at Infocoms 85, Amsterdam in November i985. 


ANALYTICAL AND SCIENTIFIC INSTRUMENTATION: Prospects for 
analytical and scientific instrumentation equipment brightened 
in the latter half of 1983 and first quarter of i984. Dutch 
imports from the United States were up 20 percent in 1983 to 
$109 million or 29 percent of total imports. Industry spokesmen 
maintain that a substantial portion of this increase is related 
not to increased demand for conventional analytical and 
scientific instruments but to the integration of computer 
technology and the proliferation of small computers 
incorporated into the instrumentation. Despite the high value 
of the dollar, U.S. suppliers with their technological 
advantage in the mircoprocessor, electronic instrumentation, 
and data handling equipment fields continue to do weil in the 
scientific instrumentation market. Budget restraints continue 
to hold down spending in government, educational and non-profit 
research laboratories. Industry research laboratories however, 
buy the lion's share of laboratory instrumention. The nation's 
five major muitinationals (Shell, Unilever, Philips, Akzo and 
DSM) account for 70 percent of research expenditures. 
Purchasing managers within these Organizations, having 
refrained from making procurements in the 198i-82 period, are 
now contemplating much needed replacement investments. Priority 
areas for additional research and development activities will 
be in biotechnology, production technology (flexible 
automation, laser applications), micro electronics and chemical 
research fields. Areas of expansion for U.S. suppliers exist in 
computerized equipment for chromatographs, spectrometers, and 
spectrophotometers, photodiode array detectors, scientific 
lasers, miniature analytical sensors built on silicon, mass 
spectrometers, and NMR analyzers. 


BUSINESS AND OFFICE EQUIPMENT: The Netherlands market for this 
sector was estimated at $426 million in 1983. Total production 
in the Netherlands in 1983 was $748 million. $709 million in 
goods were exported. Of total exports from the Netherlands, 
over $475 million was photocopying equipment and parts. Dutch 
manufacturer Oce-van der Grinten is responsible for a large 
share of these exports. Total imports were $386 million of 
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which the U.S. share was 23 percent. The main competitors were: 
United Kingdom i8.3 percent, West Germany 15.4 percent and 
Japan 14.6 percent of total imports. If products supplied by 
U.S. subsidiary companies in the Netherlands and other European 
countries were added, the actual U.S. share would be 
considerably larger. U.S. exports of this equipment should 
have an average annual growth of 9 percent over the next four 
years. Best prospects fer) Uses: firms are photocopying 
equipment, intelligent copiers, and microfilm equipment. 


COMPUTERS AND PERIPHERAL EQUIPMENT: Direct imports of computers 
and peripheral equipment from the United States totaled $570.2 
Million in 1983 and should have an annual real growth of 23 
percent in the next four years. The U.S. has the largest share 
of the Dutch import market, 36 percent in 1983. In addition, 
there are substanial imports from U.S. subsidiaries in other 
countries of the European Economic Community. Best’ sales 
prospects for U.S. firms are business microcomputers, graphic 
systems and displays, and home computers. US&FCS will promote 
Dutch buyer attendance at the U.S. pavilion in Automacon in 
Montreux, Switzerland in March 1985, 


COMPUTER SOFTWARE AND SERVICES: There are no_- statistics 
availabie to show country of origin of Dutch software imports. 
The United States is thought to provide half of Dutch imports, 
which are estimated to have been $366 million in 1983. These 
imports are expected to grow over the next four years at an 
average annual rate of 25 percent. Best prospects for U.S. 
firms are software for technical automation (CAD/CAM), for 
office systems and for databases. US&FCS will organize a U.S. 
pavilion in the Europe Software Plus show in Utrecht in May 
22-24, 1985. 


ELECTRONIC PRODUCTION AND TEST EQUIPMENT: In 1983 the 
electronic production and test equipment market in the 
Netheriands was estimated to be $70 million. Imports were more 
than $46 million and exports almost $96 million with a domestic 
production of $119 million in 1983. The U.S. share of the total 
import market was 51 percent. The main competitors were: West 
Germany 16 percent, United Kingdom li percent, and Japan 6.7 
percent of total imports. U.S. exports of this equipment 
should increase in real terms by 6 percent a year through 1987. 
US&FCS will encourage Dutch buyer attendance at WESCON in 
November 1985. 


ELECTRONIC COMPONENTS: The Dutch market for electronic 
components was $833 million in 1983 while imports totaled $472 
million. The U.S. share of Dutch imports was over 12 percent. 
U.S. suppliers wili have to increase their sales efforts to 
maintain their level of exports to the Netherlands in this 
competitive field. Best prospects for U.S. firms are components 
used by the computer and the telecommunications industries. 
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COAL: The market in the Netheriands for coal has stagnated for 
the past three years because of soft oil prices, slow growth in 
the power generation sector, and depressed demand in the 
metallurgical sector. However, long-term projections see Dutch 
coal imports rising from 7.8 million tons in 1983 to 12.5 
million tons in the year 2000. Imports of metallurgical coal, 
3.5 million tons in 1983, are expected to remain stable, but 
imports of steam coal should go from 4.3 million tons in i983 
to 9 million tons in the year 2000. U.S. coal has 45 percent of 
the Dutch import market. Even though high railroad rates have 
made U.S. coal more expensive at present than coai from other 
sources (Poland and Australia), Dutch importers are continuing 
their purchases of U.S. coal to ensure diversification of 
supply. The United States is seen as a reliable source of a 
wide range of coal types with special quaiities. When the 
market picks up, there will be an opportunity to increase sales 


of U.S. steam coal with a sulphur content not exceeding 0.8 
percent. 


PROCESS CONTROL INSTRUMENTATION: U.S. suppliers provided 23 
percent of Dutch imports of process control instrumentation in 
1983 when U.S. exports totaled $119 million. The Dutch chemical 
industry, which together with the petroleum industry accounts 
for over 40 percent of the instrumentation market, invested 
$652 million in 1983 compared to $561 million in 1982. Annual 
capital expenditure for pliant machinery in the key processing 
industries is estimated to have increased by 5 percent in 1983, 
and this growth will continue. Demand for instrumentation will 
continue to increase with industry searching for new techniques 
to reduce operation costs. Controls that make industrial 
processes more energy efficient and contribute to developing 
alternative energy supply channels have experienced favorable 
growth. Government emphasis on environmental protection will 
also continue to generate demand _ for emission control 
equipment. Facilities handling bulk oil shipments’ entering 
Europe through the Netherlands continue to be customers for 
control instrumentation storage, refining, and distribution. 
U.S. process’ control instrumentation suppliers enjoy a 
favorable reputation in the market. U.S. manufacturers shouid 
concentrate their export efforts in various specialized product 
areas, such as computerized distributor control systems, 
utilizing microprocessor based transmitters for recalibration 
in a remote location, process automation systems. Other 
products with good sales potential include sensing/measuring 


instruments, electronic materials testing equipment, and 
on-line analyzers. 


FOOD PROCESSING AND PACKAGING EQUIPMENT: U.S. exports to the 
Netherlands in this sector reached $13.5 million in 1983 (9 


percent of Dutch imports. The Dutch food processing industry is 
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heavily oriented toward high quality export. To remain 
competitive the industry will make increasing investments in 
the latest equipment. Best prospects for U.S. firms are the 
whole range of equipment used in processing meat, poultry, and 
fruit and machinery for ice cream, soft drink, and snack food 
processors. US&FCS plans to organize a U.S. pavilion at the 
packaging equipment show MACROPAK May 6-10, 1985 and is 
considering participation in the Food Engineering show in 
Utrecht in September 1986. 


MATERIALS HANDLING MACHINERY: The Dutch materials handling 
industry is recovering from the recession. Direct imports from 
the United States in this sector were $17 million in 1983 (6 
percent of total imports), but if imports from U.S. 
subsidiaries in Europe were counted, the total would be $ 29 
million. Main American exports were industrial and fork lift 
trucks, overhead traveling cranes, conveyor belts, portable and 
pneumatic conveyors, iifting loading and unloading machinery 
and spare parts. Other American sales came from U.S. 
subsidiaries in Europe, particularly lift trucks, conveyor and 
automated systems. According to industry sources, the Dutch 
market for MHM will gradually start to yield positive resuits 
in the course of 1985. Between 1985 and 1990 20 percent growth 
is expected in computerized storage and retrieval machinery, 15 
percent in in-plant transportation equipment, and 12 percent in 
lift trucks, including small electric and narrow aisle reach 
trucks. Automation and computerization is becoming a necessity 
in material handling. The need to cut distribution costs will 
accelerate the trend toward still more automated, safe, 
computerized and order picking systems and high density rack 
stackers. Following the example of the U.S. and Japan, greater 
efforts wiil be made to reduce stocks to the minimum. Inventory 
Management systems will have to be installed. Sources aiso 
reveal that demand is increasing for Automated Guided Vehicies 
(AGV) in all handling-= areas. The need for practical 
applications of computer software technology for materials 
handling machinery will provide the largest market potential 
for U.S. firms. Reai consumption is expected to exceed 15 
percent by 1990. Holiand's leading role in physical 
distribution and warehousing will greatly add to MHM sales. 
Rotterdam is the world's largest port, Amsterdam's Schiphol 
Airport is the second largest in the world in air cargo, and 
Holland's trucking industry accounts for almost half of ail 
goods transported by truck in Western Europe. US&FCS is 
planning a U.S. pavilion. at LOGISTICA in Utrecht in November 
1985. 


SECURITY EQUIPMENT: The Netherlands is a relatively large and 
promising market for security products. Total sales of security 
products and systems amount to approximately $120 million per 
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year. This can be subdivided in electronic and electrical 
systems which amount to $60 million, fire extinguishing 
equipment which amounts to $28 million and mechanical devices 
with a vaiue of $32 million. Imports account for 90 percent of 
total sales, with West Germany (28 percent), Japan (27 percent) 
and the United States (15 percent) as leading foreign 
suppliers. The overall market for security products in the 
Netheriands is expected to have an average growth of i0 percent 
annually. In the next few years the market for electronic 
security equipment wili grow at a rate of about 20 percent per 
annum, and it is in this sector that U.S. manufacturers have 
greatest potential to increase their share. American firms that 
are not yet established in Europe wiil find the Netherlands to 
be an excellent test market as weli as a strategical location 
for a European distribution center. Best prospects for U.S. 
firms are integrated multipurpose systems which combine 
security and energy management, card key entrance devices, 
electronic detectors and sensors, cylindrical type locks, and 
gas detectors and analyzers. US&FCS plans to organize a U.S. 
pavilion at the SECURITY show in Utrecht in September 1985. 





You might be, if you don’t have current, up-to-date in- 
ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 
YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 

business. 


EXPORTING ~~ 
BLINDFOLDED? sive vou sctaied intormation on oversea trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns 

@ industry trends 

@ distribution channels 
@ natural resources 

® population 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
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Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


L1Yes! 
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Organization 
Address 
City 
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8/84 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
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Here’s my check made out to the Super- 
intendent of Documents. 


Lil Charge my VISA or MasterCard No. 
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